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is Finlayson Enterprises Lid. 


THE HOME OF FINLAYSON ENTERPRISES LTD. 
833 OXFORD STREET 
TORONTO, ONTARIO 


sat 


| al a nent 
th 8 iN | vO 


Your Company is composed of three major operating divisions, two of which are resident in the 833 Oxford 
Street facility: Beauty Creations and Griffiths-Kerr Sales. The third division, Beauty Industries has manufac- 
turing and management functions located in Hamilton, Ontario and its sales office at the Oxford Street 
location. 


BEAUTY CREATIONS DIVISION 

This division imports and distributes nationally such fine French fragrances as: Parfums Pierre Cardin; 
Parfums Rochas, and Parfums Carven. Cezanne Cosmetics is owned by your Company—this product line is 
manufactured and distributed by this division. 


GRIFFITHS-KERR SALES DIVISION 

Since 1961 this division has imported fine linen, bedding and related products primarily from the United 
States. These products are distributed to department and specialty stores across Canada. This division’s 
major supplier is Springs Mills Inc. of the United States, 


BEAUTY INDUSTRIES DIVISION 

This division manufactures and distributes its own line of infants wear under the trade name ‘‘By Beauty’”’. 
Under an agreement with the William Carter Company of the United States, this division manufactures and 
distributes the ‘‘Carter’s’’ line of infants wear in Canada. 


£> Finlayson Enterprises Lid. 


DIRECTORS 


G. A. BODDY—Fergus, Ontario 

F. B. BROOKS-HILL— Oakville, Ontario 

|. E. FINLAYSON—Toronto, Ontario 

R. W. FINLAYSON—Toronto, Ontario 

R. H. HOPPE—Montreal, Quebec 

D. A. McINTOSH, Q.C.—Toronto, Ontario 
R. G. WILSON—Burlington, Ontario 


OFFICERS 


R. W. FINLAYSON, President 

|. E. FINLAYSON, Executive Vice-President 
R. G. WILSON, Vice-President 

H. SUTHERLAND, Q.C., Secretary 

J.C. LONGWORTH, Treasurer 


HEAD OFFICE 


833 Oxford Street, Toronto, Ontario, Canada M8Z 5X4 


REGISTRAR AND TRANSFER AGENT 


CANADA PERMANENT TRUST COMPANY 
Toronto, Ontario 


Winnipeg, Manitoba 


BANKERS 


THE BANK OF NOVA SCOTIA 


Toronto, Ontario 
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To the Shareholders of 
FINLAYSON ENTERPRISES LTD. 


Sales increased 13% in the year 1977 as compared to 1976. However, dollar 
sales were below budget and unit sales showed only a modest increase over last 
year. All three operating units participated in the upturn with the Beauty 
Creations’ fragrance division showing the best gain. 


As a result of the sales improvement in the last half of the year 1977, net profit 
after all charges totalled $86,120 for the full year after absorbing the first half 
year’s loss. A far more satisfactory result would have been achieved had we not 
been forced to write off goods frozen by government order» 1977 was a year of 
transition with the move to new premises and necessary expenditures were made 
in fixed assets and leasehold improvements. Initial excessive operating costs are 
now under control. All these charges had an adverse effect on our operating 
results and on the bank loan. 


The outlook for 1978 is uncertain. There is still no noticeable confidence devel- 
oping in domestic demand. Costs of materials and finished products, which we 
purchase in the main from the United States and France, are rising steadily as a 
result of inflationary trends and the depreciation of the Canadian dollar. Profit 
margins are under constant pressure and justifiable price increases are difficult to 
attain in the unsettled market. While we have written off the inventory problems 
and are budgeting for a return to a more normal profit level, we expect that 1978 
will be another challenging year. 


R. W. FINLAYSON 
President 


March 21, 1978 
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AND SUBSIDIARY COMPANIES 


ASSETS 


CURRENT 


Merchandise inventories, at lower of cost and net realizable value. . . 
Income:taxes refundable: 42 :c:jte.ee bce 
Prepaid (eXDeNSCS ©...5.4 <5 1e A eee ch ee 

TOTALS CURRENT ASSEN Orc 2 a oe aoe ee 


FIXED 


Equipment, automotive equipment and leasehold 
improvements al: COST tt at.ta.s eee eee eee 


Less accumulated depreciation............... 
TOTAL FIXEDVASSE TS here, eee eee 


OTHER 


Cash value of life insurance policies ........... 


Approved on behalf of the Board: 
R. W. FINLAYSON, Director 
F. B. BROOKS-HILL, Director 


AUDITORS’ REPORT 


To the Shareholders 
FINLAYSON ENTERPRISES LTD. 


CONSOLIDATED BALANCE SHEI 


IGA 1976 


a SON ae $ 606 $ 30,344 
eRe RR oie ie oe: 2,021,639 1,672,828 


1,831,403 16715332 


SA ila ees ear e 24,592 == 


155,416 152,861 


so icictanas se tie 4,033,656 3,527,365 


Se eee: 884,611 696,633 
cs Cree 507,007 457,594 
Bri ds Stora eh nas *- 377,604 239,039 
Sp eye cee ae 63,327 61,099 


We have examined the consolidated balance sheet of Finlayson Enterprises Ltd. and subsidiary com- 
panies as at 31 December 1977 and the consolidated statements of retained earnings, income and 
changes in financial position for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as 


we considered necessary in the circumstances. 


In Our opinion, these consolidated financial statements present fairly the financial position of the 
Companies as at 31 December 1977 and the results of their operations and the changes in their 
financial position for the year then ended in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 


TORONTO, ONTARIO, 17 March 1978 


DUNWOODY & COMPANY 


Chartered Accountants 


; at 31 December 1977 


LIABILITIES 


CURRENT 
AGRIC OTC CE Serer Peer ee ie IA wheats teem i aia alts al Bee hg beim 
Bari WAG eI OO vpammer pre Ay A nae Gan ent tA fea sta ee 
mecounts payable.and accrued charges .......:...¢.......... 
Be OVC ANC AWIthIIGHAMIG) LAXCS ss aes ea Peade vedca S82 AEG «ene done hla 
eer eCURRENT CABIINTIES: coated oce 2 wage Peet da 


BieemnneD INCOME TAXES ey. 30 Wem toes Ae dee oeterc sels 


SHAREHOLDERS’ EQUITY 
SHARE CAPITAL 
Authorized 


2,150,941 6% cumulative preferred shares of par value 
$1 each, redeemable at the amount paid up thereon 


116,133 Common shares of no par value 


Issued 
Boe ooo Erefenmedshareses os oct. ek- sd tava oo oa es etl dea 


FETED Wak COPMTIONMES IMAL OS Jee EY Se tote hcna ee, BY) oe gi pee 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
For the Year Ended 31 December 1977 


BReANGE WBEGINNINGOR YEARS. ci is cmc ate Sass eoneeietantoeene Saas. 
NOmICOMIe [OF VEalrmaias co tals Sux ches Ucgasbat ie at ones hearer aaire eae 


Cash dividends paid during the year 
ROT OLESCRS LSS ki oe Rv Wieck Cv gece inci sp eeeircee estat tte dae 
SC OMAIION SIO tee re eee es oe ee Pee BE iy 


es ene emi Ne EINE: «a vpn ef lgest si 475 Boo Sadan arse SshoPare ee oe wan" 


1977 1976 
$1,509,837 $ 683,748 
85,000 115,000 
966,251 1,097,615 
46,930 105,557 
2,608,018 2,001,920 
24,612 24,612 
2,632,630 2,026,532 
622,536 622,536 
281,671 281,671 
904,207 904,207 
937,750 896,764 
1,841,957 1,800,971 
$4,474,587 $3,827,503 

1977 1976 
$896,764 $ 716,012 
86,120 228,221 
982,884 944,233 
37,352 39,687 
7,782 7,782 
45,134 47,469 
$ 937,750 $ 896,764 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME 
For the Year Ended 31 December 1977 


1977 J Sea 
SALES '( Het), NOW Saert ati al ree hen eer eters eee ye aes $8,554,623 . $7;565,722 
Income from operations for the year, before accounting 
forthe-underniotedatems vo.ic5 osc es es tose ore eae ee eee ee $ .188,715° » $5 383,454 
Less: Interest on indebtedness not initially maturing within one year. . . <7 2,943 
Provision for depreciation and amortization of fixed assets ..... 80,059 54,239 
80,059 56,782 
INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEM .... 108,656 326,672 
Income taxes—CLUIETON. ici g Nicos sce eo ac ee ete Ae ge 26,269 118,378 
=CEfEIred in. pista Secs ly abd nea ete ected nt — 24,612 
26,269 142,990 
INCOME BEFORE) EXTRAGRDINARYsITEM 2s ote te: grt ena seoe ree ee 82,387 183,682 
Extraordinary item 
Income taxes recovered on loss carry forward.................. 3,130 44,539 
NET INGOME’/FOR7Y EAR note Sis eres 2 ee ee ee ee ee $86,120 . S$: 228228 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
For the Year Ended 31 December 1977 
SOURCE OF FUNDS 
Operations che SOC i ee 1976 
NGPITICOME TOF YEA 7.2 ah Wile ope alae eee re Bee ee $ 86,120 \$ 226.228 
Items not requiring an expenditure of funds 
Depreciation and amortiZationss 3 ae une eee ete eee 80,059 54,239 
Deferred ‘income taxes-2 "i . as rei oe ae ee ce — 24,612 
FUNDS OBTAINED: FROM OPERATIONS= 4. ke ke ee 166,179 307,072 
Proceeds on disposal-of fixed:assetS.< 2.2 = yaaa) ans re ees 16,975 8,484 
TOTAL FUNDS. OB TAINED | vccaeecaecanee terme et eet ie rete 183,154 315,556 
APPLICATION OF FUNDS 
Acquisition of fixedsassets 22.0 r tice ee ee ee ee 235,599 118,037 
Increase in cash value of life insurance policies................. 2,228 2,900 
Redemption of preferred shares. . 25... 2. csc. 2s ann us Fe quale — 1,810 
Dividends paid during the year 
Preferred Sharesusri.g. ARN) x Oe pica 2 cor see nee ear year sence nee eat Si whe 39,687 
Common:Sharesie.% 40 ahs 3097 seb are eee tens a oi Seen an betS2 1,82 
TOTAL: FUNDSPAP PIED Se Sahat enc eusirries ated tle toe pare 282,961 246,223 
INCREASE (DECREASE) IN CONSOLIDATED WORKING CAPITAL .. . (99,807) 69,333 
Consolidated working capital, beginning of year.................. 1,525,445 1,456,112 


CONSOLIDATED WORKING CAPITAL, END OF YEAR............. 


$1,425,638 $1,525,445 
CONSOLIDATED WORKING CAPITAL 


CUNTONTIASSEIS. i= wane tf es ces Sua sea toa dee ue aa Ne ae ae $4,033,656 ~ $3,527,365 
Current tiabilitieswets 7% fish arene 2) a tk) es eae ie ee een ea 2,608,018 2,001 ,920 
$1,425,630 9 1$1,529.445 


l [ 


Finlayson Enterprises Ltd. 


AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As at 31 December 1977 


Te 


SIGNIFICANT ACCOUNTING POLICIES 

(a) Principles of Consolidation 
The consolidated financial statements include the accounts of all subsidiary companies each of which is 
wholly-owned. 

(b) Inventories 
Finished goods have been valued at the lower of cost and net realizable value. Other inventories have 
been valued at the lower of cost and replacement cost. Cost is generally determined on a first-in first-out 
basis. 

(c) Foreign Exchange 
Liabilities in foreign currencies are converted atthe rates of exchange in effect as at 31 December 1977. 


NOTE PAYABLE 1977 1976 
On demand, 8.25%, payable toa Director of the Company .................. $85,000 $115,000 


CLASSES OF BUSINESS 
As required by the Canada Corporations Act the Directors are of the opinion that the proportion of sales from 
the different classes of business is as follows: 


1977 1976 
FREXTHES Ratartntgee artreete tit ee rt nee ae er Aw oat ul cetne Moeue ge dae MR Be Pasa dp yeti $6,391,026 $5,763,918 
SSSMENCSANnGTONESTHESS Hace tree acy eae ee te aoe RE a ZNO o O9i7. 1,801,804 


$8,554,623 $7,565,722 


REMUNERATION OF DIRECTORS AND OFFICERS 

As defined in the Canada Corporations Act the aggregate remuneration of the seven Directors of the Com- 
pany as Directors amounted to $5,000 (1976—$4,000) and the aggregate remuneration of the five Officers of 
the Company as Officers amounted to $113,417 (1976—six—$115,031). Three of the Officers of the Com- 
pany are also Directors. 


As defined in The Securities Act (Manitoba) the aggregate direct remuneration paid or payable to Directors 
and Senior Officers amounted to $244,218 (1976—$241 ,414). 


EARNINGS PER COMMON SHARE 1977 1976 
Income Delore extraordinary eMts <<<. eae eon na heat, Burl, Geeta es A, came $0.58 $1.86 
EXIFaOKGinak WAC ikea ie oe ese enon, Pa eR soa ad ama Rete PO eased kos TR fs 0.05 0:57 
NELIRCONIE TORVORN tot as erin cis her cee ne EE en a Pn cet ule tal get aos Ne $0.63 $2.43 


CONTINGENT LIABILITY 

Certain of the group companies are appealing from a decision of the Tax Review Board upholding income tax 
re-assessments totalling approximately $210,000 including interest for the years 1966 to 1968. No provision 
has been made in the accounts for these re-assessments as it is the opinion of counsel that the Company 
should probably be successful in having the re-assessments set aside. 


ANTI-INFLATION LEGISLATION 

The Company is subject to dividend restrictions under the Anti-Inflation Act. For the period 1 January 1978 to 
13 October 1978, dividends at the regular rate can be paid on the preferred shares and a maximum of $0.24 
per share can be paid on the common shares. 


COMMITMENT 
The Company has leased premises to 30 November 1986 at an annual net rental of $80,367 plus taxes and 
other occupancy costs. 
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